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OATH OR AFFIRMATION

1, ROBERT P. MORSE , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

WALL STREET MANAGEMENT CORPORATION > 88

of DECEMBER 31 ,20 05 , are true and correct. I further swear (or affirm) that
neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

FORTUNATA MESSINA /{/M—ﬁ%m

Notary Public, State of New York

. 7/
No 01ME5056688 Signature
Qualified in Kings County
Commission Expires March 11, 200 ¢ PRESIDENT
: _ Title
7/72«/» w2, )/MW
! Notary Public
This report ** contains (check all applicable boxes):
X (a) Facing Page.
X (b) Statement of Financial Condition.
Kl (c¢) Statement of Income (Loss).
Ki (d) Statement of Cash Flows
Bl (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.
I (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
(g) Computation of Net Capital.
Kl (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
Kl (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
Bl (j) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the
0 Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation. -

(1) An Oath or Affirmation.
{m) A copy of the SIPC Supplemental Report.

B8O

**or conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).

(n) A reportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit,
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ACCOUNTANTS AND CONSULTANTS

INDEPENDENT AUDITORS' REPORT

" To the Board of Directors

Wall Street Management Corporation

We have audited the accompanying statement of financial condition of Wall Street Management
Corporation (the Company) as of December 31, 2005, and the related statements of income,
changes in stockholders' equity and cash flows for the year then ended that you are filing
pursuant to rule 17a-5 under the Securities Exchange Act of 1934. These financial statements are
the responsibility of the Company's management. Our responsibility is to express an opinion on
these financial statements based on our audit. ‘ :

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement

. presentation. We believe that our audit provides a reasonable basis for our opinion.

* In our opinion, the financial statements referred to above present fairly, in all material respects,

the financial position of Wall Street Management Corporation at December 31, 2005, and the
results of its operations and its cash flows for the year then ended in conform1ty with accounting
principles generally accepted in the United States of Amerlca

Our audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The information contained in Schedules I, II and III is presented for purposes
of additional analysis and is not a required part of the basic financial statements, but is
supplementary information required by rule 17a-5 under the Securities Exchange Act of 1934,
Such information has been subjected to the auditing procedures applied in the audit of the basic

financial statements and, in our opinion, is fairly stated in all material respects in relation to the.
basic financial statements taken as a whole. : '

O lormrav Dassiio Murno § Dobiopmo, 4nP

February 15, 2006
New York, NY

www.odmd.com



WALL STREET MANAGEMENT CORPORATION
STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2005

ASSETS

Cash and cash equivalents | % 243,240
Accounts receivable 26,325
Fees receivable from affiliate ‘ 11,294

. Investments securities » 98,152
Deposits with clearing agent v 50,676
Prepaid expenses _ 5,780
Total assets ‘ 435,467

LIABILITIES AND STOCKHOLDERS' EQUITY

[

|

See accompanying notes to financial statements

2 .

~ Liabilities : _ _
Accounts payable and accrued expenses 14,016
‘Payable to parent for income taxes. 31,766
Total liabilities 45,782
Stockholders' equity
Common stock, $1 par value, 6,520 shares o
authorized, issued and outstanding 6,520
Additional paid-in capital - 526,122
Accumulated deficit - (142,957)
Total stockholders' equity ' 389,685
Total liabilities and stockholders' equity $ 435,467
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WALL STREET MANAGEMENT CORPORATION
STATEMENT OF OPERATIONS
YEAR ENDED DECEMBER 31, 2005

Revenue ‘
Investment advisory fees
Brokerage commission income
Shareholder servicing fees
Investment income
Net unrealized gain on investments

Total revenue

'Expenses
Salaries
Employee benefits
Clearing fees
Occupancy
Telephone
.. Equipment rental
Professional fees
“Subscriptions _
Registration and filing fees
Other

Total expenses

Net Income before income tax provision

Income tax provision
Federal
State and City

Total Income tax provision

Net income

See accompanying notes to fiancial statements 3

$ 83,126
403,940
41,563
7,484

40,650

576,763

140,400
23,400
127,129
23,400
3,900
62,067
13,885
40,775
7,433

7,151 .

449,540

127,223

19,314

' 12,752
32,066

395157



WALL STREET MANAGEMENT CORPORATION
STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY -
YEAR ENDED DECEMBER 31. 2005 ’

Additional
Common Stock Paid-in Accumulated
Shares Amount Capital Deficit .. Total
Balance, beginning of year 6,520 $ 6,520 $576,122  $ (238,114) $ 344,528
Dividend paid (50,000) _ (50,000)
Net income L 95,157 . 95,157
Balance, end of year 3 6,520 $ 6,520 $526,122 $ (142,957) $ 389,685

See accompanying notes to financial statements 4



WALL STREET MANAGEMENT CORPORATION
STATEMENT OF CASH FLOWS
YEAR ENDED DECEMBER 31, 2005

Cash flows from operating activities
Net income
Adjustments to reconcile net income to
net cash provided by operating activities
Unrealized gain on investments
Net change in operating assets and liabilities
- Accounts receivable
Fees receivable from affiliate
Prepaid expenses
Payable to Parent for income taxes
Accounts payable and accrued expenses

Net cash provided by operating activities

Cash flows (used in) financing activities
Dividends paid

Net increase in cash and cash equivalents
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

See accompanying notes to financial statements
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$ 95,157

(40,650)

(26,325)

(179)
8,854
13,956
1,883

52,696

(50,000)

2,696

240,544

$ 243,240



WALL STREET MANAGEMENT CORPORATION

NOTES TO FINANCIAL STATEMENTS

Nature of Business and Significant Accounting Policies
Nature of Business

Wall Street Management Corporation (the "Company"), is a registered broker-dealer
pursuant to the Securities Exchange Act of 1934 and a member of the National
Association of Securities Dealers, Inc. The Company is in the business of rendering
investment ‘advisory, statistical and research services to The Wall Street Fund, Inc. (the
"Fund"), as well as consulting services as it relates to investment management and
accordingly, is also registered as an Investment Advisor with the Securities and Exchange
Commission under the Investment Advisors Act of 1940. The Company clears its
transactions on a fully disclosed basis. Some of the officers and directors of the Company
are also officers and/or directors of the Fund.

The company is a wholly owned subsidiary of Morse, Williams & Co Inc.; which in
turn is a sub81d1ary of Morse, Williams Holdmg Co., Inc.

The Company is exempt from the provisions of rule 15¢3-3 under paragraph (k) (2) (ii) in
that the Company clears all transactions with and for customers on a fully disclosed basis
with a clearing broker-dealer, and promptly transmits all customer funds and securities to
the clearing broker-dealer. The clearing broker- dealer carries all of the accounts of such

‘customers and maintains and preserves all related books and records as are customarily

made and kept by a clearing broker-dealer. The clearing broker-dealer requires that the
Company maintain a minimum deposit of $50,000.

| A summary of the Company's significant accounting policies follows:

Accounting Estimates

" The preparation of financial statements in conformity with accounting principles generally

accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities at the date of the
financial statements and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates.

Cash and Cash Equivdlents’

For purposes of the statement of cash flows, the Compény considers all highly liquid
investments purchased with a maturity of three months or less to be cash equivalents.



WALL STREET MANAGEMENT CORPORATION

NOTES TO FINANCIAL STATEMENTS
(Continued)

Nature of Business and Significant Accounting Policies (Continued)

Investment Securities

Investment securities are reported at fair value. Fair value for mutual funds is based on

the fair value of the net assets of the fund. Fair value of traded securities is based on
market quotations. Unrealized gain (loss) is included in net income.

Concentration of Credit Risk

The Company's financial instruments that are potentially exposed to concentrations of
credit risk consist primarily of cash, securities and accounts receivable. The Company
places its cash and securities with quality financial institutions. The Company's accounts
receivable consists of an amount due from their clearing broker who is highly capitalized
and a member of major securities exchanges. - '

Revenue Recognition .

The Company receives commissions on sales of securities for its customers. These
securities include mutual funds, bonds, and equity securities listed on the major stock
exchanges and those sold over the counter. Commission income and related expenses are
recorded on a trade-date basis. Investment advisory and shareholding servicing fees are
accrued as earned. The Company also provides advisory services for specific consulting

projects relating to investment services. Advisory services are recorded as earned.

Income Taxes

Income taxes are accounted for under the asset and liability method. Under this method,
income taxes are provided for taxes currently payable and those deferred due to
differences between the financial statement carrying amount of existing assets and
liabilities and their respective tax basis. At December 31, 2005, there were no temporary

~ differences between accounting and taxable income.

The Company is included in consolidated federal, state and local income tax returns with
the parent and with Morse, Williams Holding Co., Inc. The Company provides for
federal, state and local income taxes on a separate company basis, at the statutory tax
rates. ' o
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WALL STREET MANAGEMENT CORPORATIONV '

NOTES TO FINANCIAL STATEMENTS
(Continued)

Investment Advisory Fees and Other Transactions with Affiliates

Effective October 1, 2000, the advisory agreement with the Fund provides for an
advisory fee of .50% per annum of the average daily net assets of the Fund. The
advisory agreement also provides for the Company to reimburse the Fund for any
expenses (including the advisory fees but excluding taxes, interest, brokerage fees and

“extraordinary expenses incurred in connection with any matter not in the ordinary course

of business of the Fund) over 2% of the first $10,000,000, 1.5% of the next $20,000,000
and 1% of any balance greater than $30,000,000 of the Fund's average daily asset value.
The Company also serves as the Fund's principal underwriter.

‘The Company has a shareholder servicing agreement with the Fund for shareholder

services, including answering customer inquiries, assisting in processing purchase,
exchange and redemption transactions and furnishing' Fund communications to
shareholders. For services provided under the servicing agreement, the Company
receives fees from the Fund at a rate of .25% per annum of the average daily net assets of
the Fund.

For the year ended December 31, 2005, the Company earned investment advisory fees of
$83,726 and shareholder servicing fees of $41,563. At December 31, 2005, fees
receivable from the Fund amounted to $11,294 which includes $7,529 for adv1sory
management fees and $3,765 for shareholder servicing fees.

Investment Securities

Investments as of December 31, 2005 are summarized as follows:

The Wall Street Fund $45,382

NASDAQ common stock 52,770.
Total o $98.152

- Commitments _

The Company leases office space from an affiliated company on a month to month basis.
At December 31, 2005, the company has three years remammg on a five year software
licensing agreement at $36, 0()0 per annum.
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WALL STREET MANAGEMENT CORPORATION

NOTES TO FINANCIAL STATEMENTS
(Continued)

Net Capital Réguirements |

The Company is subject to the Securities and Exchange Commission uniform net capital

tule (rule 15c3-1), which requires the maintenance of a minimum amount of net capital

and requires that the ratio of aggregate indebtedness to net capital, both as defined, shall
not exceed 15 to 1. At December 31, 2005, the Company had net capital of $283,533

~ which was $278,533 in excess of its required net capital. The Company's ratio of

aggregate indebtedness to net capital ratio was .16 to 1.
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WALL STREET MANAGEMENT CORPORATION

SCHEDULE OF COMPUTATION OF NET CAPITAL UNDER
SECURITIES AND EXCHANGE COMMISSION RULE 15¢3-1

DECEMBER 31, 2005

Net Capital
Total stockholders' equity qualified
for net capital

_ Deductions and/or charges

Non-allowable assets
Other fees receivable
Fees receivable from affiliate
Investment securities
Prepaid expenses

Net capital before haircuts on
securities position

Haircuts on securities

Other securities

Net capital

Computation of Basic Net Capital Requirement

Minimum net capital required (greater of 6-2/3% of
aggregate indebtedness or $5,000)

Excess net capital - -

Computation of Aggregate Indebtedness

Total aggregate indebtedness liabilities

Percent of aggregate indebtedness to net capital

Reconciliation of Computation of Net Capital

Under Securities and Exchange Commission Rule 15¢3-1

26,325

- 11,294
52,770

5,780

Schedule I

$ 389,685

96,169

293,516

9,983

283,533

5,000

278,533

45,782

__16.44%

There were no material differences between the above calculation and the company's unaudited

FOCUS report as of December 31, 2005.

10



| | | Schedule IT
WALL STREET MANAGEMENT CORPORATION

- SCHEDULE OF COMPUTATION OF RESERVE REQUIREMENTS
UNDER EXHIBIT A OF SECURITIES AND EXCHANGE COMMISSION RULE 15¢3-3

DECEMBER 31, 2005

The firm is engaged in a general securities business and carried no customer accounts on its

_ books. All customer transactions are cleared through another stock brokerage firm on a fully

disclosed basis.

Schedule ITT

WALL STREET MANAGEMENT CORPORATION

SCHEDULE RELATING TO THE POSSESSION OR CONTROL REQUIREMENTS
UNDER SECURITIES AND EXCHANGE COMMISSION RULE 15¢3-3°

- DECEMBER 31, 2005

The firm is engaged in a general securities business and carried no customer accounts on its
books. All customer transactions are cleared through another stock brokerage ﬁrm on a fully
disclosed basis and the firm does not have possession of customer securities.

11
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O’Connor Davies Munns & Dobbins, llp

ACCOUNTANTS AND CONSULTANTS

‘INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL STRUCTURE
REQUIRED BY SEC RULE 17a-5

The Board of Directors
Wall Street Management Corporation

In planning and performing our audit of the financial statements and supplemental schedules of
Wall Street Management Corporation (the "Company"), for the year ended December 31, 2005,
we considered its internal control structure, including control activities safeguarding securities, in
order to determine our auditing procedures for the purpose of expressmg our oplmon on the
financial statements and not to provide assurance on internal control. :

Also, as required by Rule 17a-5(g)(1) of the Securities Exchange Commission (SEC), we have
made a study of the practices and procedures followed by the Company including tests of such
practices and procedures that we considered relevant to the objectives stated in Rule 17a-5(g) in -
making the periodic computations of aggregate indebtedness (or aggregate debits) and net capital
under Rule 17a-3(a)(11) and for determining compliance with the exemptive provisions of Rule
15¢3-3. Because the Company does not carry securities accounts for customers or perform
custodial functions relating to customer securities, we did not review the practices and procedures
followed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons
2. Recordation of differences required by Rule 17a-13

3. Complying with the requirements for prompt payment for securities under Section 8 of
Federal Reserve Regulation T of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining an internal
control structure and the practices and procedures referred to in the preceding paragraph. In
fulfilling this responsibility, estimates and judgments by management are required to assess the
expected benefits and related costs of controls and of the practices and procedures referred to in
the preceding paragraph and to assess whether those practices and procedures can be expected to
achieve the SEC's above-mentioned objectives. Two of the objectives of internal control and the
practices and procedures are to provide management with reasonable but not absolute assurance
that assets for which the Company has responsibility are safeguarded against loss from
unauthorized use or disposition and that transactions are executed in accordance with
management's authorization and recorded properly to permit the preparation of financial
statements in accordance with generally accepted accounting principles. Rule 17a-5(g) lists

additional objectives of the practices and procedures listed in the preceding paragraph.

The Lincoln Building, 40 East. 42nd Street, New York, New York 10165  212.286.2600 tel 212.286.4080 fax ~ www.odmd.com



Because of inherent limitations in internal control or the practices and procedures referred to
above, errors or fraud may occur and not be detected. Also, projection of any evaluation of them
to future periods is subject to the risk that they may become inadequate because of changes in
conditions or that the effectiveness of their design and operation may deteriorate. -

Our consideration of internal control would not necessarily disclose all matters in internal control

- that ‘might be material weaknesses under standards established by the American Institute of

Certified Public Accountants. A material weakness is a condition in which the design or
operation of the specific internal control components does not reduce to a relatively low level the
risk that errors or fraud in amounts that would be material in relation to the financial statements
being audited may occur and not be detected within a timely period by employees in the normal -
course of performing their assigned functions. However, we noted no matters involving internal
control, including control activities for safeguarding securmes that we consider to be material
weaknesses as deﬁned above. :

We understand that practices and procedures that accomplish the objectives referred to in the -
second paragraph of this report are considered by SEC to be adequate for its purposes in
accordance with the Securities Exchange Act of 1934 and related regulations, and that practices
and procedures that -do not accomplish such objectives in all material respects indicate a material
inadequacy for such purposes. Based on this understanding and on our study, we believe that the
Company's practices and procedures were adequate at December 31, 2005, to meet the SEC's
objectives.

Our opinion recognizes that it is not practicable in a company the size of Wall Street Mahagement

Corporation to achieve all the divisions of duties and cross-checks generally included in a system
of internal accounting control, and alternatively, greater reliance must be placed on surveillance

by management.

This report is intended solely for the use of the Board of Directors, management, the SEC, the

-National Association of Securities Dealers, Inc. and other regulatory agencies that rely on Rule

17a-5(g) under the Securities Exchange Act of 1934 in their regulation of registered brokers and -
dealers, and 1s not intended to be and should not be used by anyone other than these spemﬁed
pames ‘

O lopunsrs Dtssio o & Lobboins, 41P

February 15, 2006
New York, NY



